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Propaganda

* Hall Render
— 2nd L argest Health Care Practice in the Country
— Clients in 44 States

e Commercial, Health Care and Public Finance Practice
— Less Health Care Concentration

— Bond, Bank, Securities, Developer and Project Finance
Lawyers

— Significant Public/Private Project Finance Practice
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More Propaganda

e Jerimil. Ullom
— Bond Lawyer
— Bank Lawyer
— Securities Lawyer
— Developer Lawyer
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Rules of Lawyer Competence

* There exists in nature an inverse relationship between the
number of syllables used by a lawyer and his/her actual
competence.

* The use of citations and references to statutes or regulations
serves as further evidence of one’s lack of understanding.

* C(Clients should actually understand their transactions.

* A Lawyer’s goal is not be to make his/her clients depend upon
him/her.
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Agenda

Historical Drivers of Development

Today’s Drivers of Development
* Evolution of Economic Development
— Economic Development 1.0
— Economic Development 2.0
— Economic Development 3.0
* Including Structures and More Structures!
 What’s Next
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Evolutionary Drivers

* Great Recession
— Market Upheaval
— No Construction Lending
— Greater Equity Requirements
— Capital Crunch

* Property Tax Caps
— Race to the Cap

— Local Governments Need New Revenue Sourced B HALL
B RENDER

KILLIAN HEATH & LYMAN
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"Historical Drivers of Economic
Development Incentives

* Macro Competition
* Infrastructure
e Policy = Conditions for Growth
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"Today’s Drivers of Economic
Development Incentives

* Micro Competition

e Acceleration — Timing

* Return on Investment

* Local Participation

* Policy = Drive, Control and Enhance Development
* Policy 2 = Fund Local Projects

* Policy 3 = Find New Revenue Sources
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"Evolution of Economic

Development Incentives

e \Version 1.0 (dial-up)
— Conditions for Growth
— Tax Abatement
— TIF / Local Provision of Infrastructure
— Economic Development Revenue Bonds
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" TIF Allocation Area

* TIF Established by
Redevelopment Commission
and Fiscal Body

* Incremental Assessed Value
"captured" by RDC

* For Use In or Physically
Connected to Area

 May be Pledged to EDRBs

Economic Development Area

i Com[a ni ‘

Redevelopment

Real and Personal
Property Taxes

* RDC Captures

Incremental
Assessed Value
(“Tax Increment”)

Base amount of taxes
still flows through to
taxing units
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"Economic Development Revenue Bonds

* May include one or
more Series of
Bonds

* Trust Indenture

Local Gov't as

* Loan Agreement
* Promissory Note

Local Gov'tis "conduit"
issuer

— No Credit Liability of
Local Gov't

— Approval of EDC and
Fiscal Body

Bonds Secured by

Company Payments
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"Evolution of Economic

Development Incentives

e Version 2.0 (Broadband)
— Economic Development Revenue Bonds with TIF Pledge

— TIF Revenue Dedicated to Project
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“EDR Bonds + Tax Increment Pledge

Economic Development Area

* Real and Personal

* May include one Property Taxes

or more Series

of Bonds « Pledge of TIF
Revenues to
Re-pay Bonds

« RDC Captures
Incremental
Assessed Value
(“Tax Increment”)

e Trust Indenture

Local Gov't as

* Base amount of
taxes still flows

- Loan Agreement _ _ :
units
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"Evolution of Economic

Development Incentives

* Version 3.0 (Mobile)
— Credit Enhancement
— Local Participation
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"EDC BOND + TIF + Credit Enhancement

Economic Development Area

* Real and Personal

* May include one Property Taxes

or more Series
of Bonds

» Pledge of TIF
Revenues to
Re-pay Bonds

« RDC Captures
Incremental
Assessed Value
(“Tax Increment”)

* Trust Indenture

Local Gov't as

* Base amount of
taxes still flows

units

» Additional credit enhancement may come from COIT, . . H A L L
EDIT, Property Taxes, certain other revenues or any . RE N DE R

* Loan Agreement
* Promissory Note

combination thereof KILLIAN HEATH & LYMAN
« Without additional credit enhancement, Bank will not
loan against TIF Revenues hallrender.com

e Only utilized if TIF is insufficient




=.EDC Bond + City Credit Enhancement

+ Repayment Souce:
The Redevelopment Commission may pay lease rental payments from a

* May include one pledge of TIF Revenues and/or special benefits taxes (property taxes) to
or more Series be levied by the RDC if TIF Revenues are insufficient.
of Bonds » City/Town/County may also pledge additional or alternative revenue

sources to the lease payments (EDIT, COIT, etc....) Note: If this is the
case, one needs to consider debt limit of the City/Town/County.

e Trust Indenture + Sub-Lease / Easement
* RDC may sub-lease or grant easements to Developer or Sub-Tenants —

RDC required to complete “disposition of property” procedures under
RDC Statute (appraisals, notice, etc...)
* Note Developer’s senior lender will require the lease or easement be

Local GOVlt as “bankable’.

* Maintenance / Repair / Upkeep of Facility
* To be negotiated among CDC, RDC and Developer/Sub-Tenants

* Loan Agreement
* Promissory Note

* Sub Leases or
Community . Lease . Easy\ Developer / Sub-Tenants ‘

BRENDER

Developer / Sub-Tenants
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Construction Loan with Redevelopment
Commission Support

Repayment Source:
* The Loan is payable from Lease Payments made under the Sub-Lease to the Non Profit and Assigned to the Lender.

Pledge of Special Benefits Taxes by RDC:
+ The RDC will make Lease Payments special benefits taxes (ad valorem property taxes) in the event the Company is unable to do so.
» Indiana law provides that local governments must pay debt service and lease rentals FIRST — before operating or other expenses.

Upon Stabilization
» Lease Agreement with the Non Profit and Sub-Lease with RDC will terminate and structure will collapse into a simple Real Estate Holding

Company owning Fee Simple and leasing to an Operating Company. Real Estate Holding Company and Operating Company are
expected to be co-borrowers in permanent financing.

Construction

| i

* Lease ¢ Sub-Lease




Sources of Repayment

1. TIF Revenues generated by the Project
) Company Revenues
2. Company Revenues generated by the Project

Project TIF

Additional TIF Revenues (if in larger area)

4. Other Available Sources — COIT, EDIT, Gaming Revenue,
Food & Beverage, Innskeepers, Etc...

5. Special Benefits Taxes / Property Taxes

Additional TIF

Other Revenues

Any amounts paid “below the green line” are to be

reimbursed by the Company and are secured in some Project Reimbursement
manner
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Risk Mitigation / Safeguards

* Levels of Protection
 Underwrite the Projects

* Reserve Funds

* Oversight of Project

* Limitin Time — Get Out
 Remedies / Recoup Payments
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What's Next?

e Variations on a Theme
— Reserve Replenishment Agreements
— Contingent Grant Agreements
— Stand-by Purchase or Lease Agreements
— Installment Purchase Agreements
— Credit Tenant Lease Structures
— Onandon.....
* Monetization of Single — Site TIF

EEHALL
B RENDER

KILLIAN HEATH & LYMAN

hallrender.com



New Mindset

* Local Government as a True Partner
* Market Pricing
* Risk vs. Rewards
* Think Like...
— A Developer
— A Bank
— A Private Equity Fund
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THANK YOU

Jerimi J. Ullom
(317) 977-1488
jullom@hallrender.com
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